CHAPTER II
THE THEORY OP RAILWAY RATES
IT would not be too much to say that there is probably no
subject in the whole sphere of political economy that is
more interesting* and deeply affecting industiy and trade
than that of transport and that there is possibly no other
field wherein the theory of rate fixing is more vexatious and
hedged in with unending difficulties The name * * Political
Economy " has been used advisedly in preference to its
more recent substitute " Economics " because railway
transport is becoming more and more the concern of the
governments of the different states and, as a necessary
concomitant, railway rates are more likely to be the toy of
politicians In spite of the importance of this question,
it must, doubtless, be confessed that much of the theory of
rate-making is still in a nebulous state and that the subject
does not attract that amount of attention that is its due.
Doubtless, this is not meant to be a sly reflection upon our
sagacity but is a bare, unvarnished confession of hard facts.
The reason for this supposed apathy or indifference is not
far to seek; it lies in the very intricacy of the subject.
Needless to say, then, that the theory of railway rate-
making has been tardily drawing the attention of even
professional economists only since the turn of this century,
nearly half a century after the introduction of the steam
Leviathan Nineteenth century railway 'transport was
conducted on principles akin to road and canal transport
and it was thought of only as an improved kind of highway.
The companies did not reserve unto themselves the sole
monopoly of the track, and shippers were allowed to put
their own tracks and vehicles on the line utilising their own
motive power in lieu of a money return which partook of
the nature of tolls paid on the turn-pike roads. It was
only gradually that it came to be recognised that there
should be no third party on the track and that the service
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